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SUBJECT: HONG KONG GOVERNMENT APPROVALS FOR NEW FOREIGN 
BANK LICENSES 

REF: A) HK 4700 B) HK 3455 

1 . IN ITS FIRST APPROVALS ANNOUNCEMENT SINCE THE MARCH 15 LIFTING 
OF ITS MORATORIUM ON NEW BANK LICENSES, HKG HAS ANNOUNCED THE 
APPROVAL OF NINE LICENSE APPLICATIONS. AS IT IS HKG POLICY NOT 
TO RELEASE NAMES UNTIL BANKS MAKE THEIR OWN ANNOUNCEMENTS, FOLLOW- 
ING LIST FOR THE TIME BEING IS FOR USG INFO ONLY. TO DATE ONLY 
MANUFACTURERS HANOVER HAS MADE ITS DESIGNATION PUBLIC. 
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2. THE NINE BANKS ARE: 

(A) MANUFACTURERS HANOVER TRUST COMPANY 

(B) MORGAN GUARANTY TRUST COMPANY 
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(C) CHEMICAL BANK (OF NEW YORK) 

(D) NATIONAL WESTMINISTER BANK (UK) 

(E) LLOYDS BANK INTERNATIONAL (UK) 

(F) ROYAL BANK OF SCOTLAND 

(G) ROYAL BANK OF CANADA 

(H) TORONTO DOMINION BANK 

(I) BANK OF NOVIA SCOTIA 

3. APPROVAL OF THE CANADIAN BANK LICENSES WAS ON THE PREMISE 
THAT CANADA MET THE "SOME FORM" OF RECIPROCITY TEST. (SEE REFTEL B). 

4. EACH OF FOREGOING HAVE BEEN AND ARE ACTIVE IN HONG KONG VIA 
ONE OR MORE DEPOSIT TAKING COMPANIES (AS DISTINGUISHED FROM 
FULLY-LICENSED COMMERCIAL BANKS). THOSE OF MANUFACUREERS HANOVER 
AND MORGAN GUARANTY HAVE OPERATED UNDER THEIR OWN NAMES AND AS 
BRANCHES (AS THEIR NAMES DO NOT INCLUDE THE WORD "BANK"). OTHERS 
OPERATE THEIR DEPOSIT-TAKING COMPANIES AS SUBSIDIARIES I.E. 

(C) CHEMICAL ASIA FINANCE CORPORATION (D) NATIONAL WESTMINISTER 
HONG KONG LTD. (C) LBI FINANCE HONG KONG LTD. (F) ROYAL SCOT 
FINANCE COMPANY (G) ROY EAST FINANCE COMPANY (H) TORONTO 
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DOMINION INVESTMENT (HK) LTD. AND (I) BNS INTERNATIONAL (HONG 
KONG) LTD. EXPECTATION AT PRESENT IS THAT MOST AND PERHAPS 
ALL OF THE SUBSIDIARIES WILL BE PHASED OUT AND THEIR PORTFOLIOS 
TRANSFERRED TO NEWLY CONSTITUTED BRANCH ENTITIES. ALSO THAT 
THE NEWLY-LICENSED BANKS WILL ENGAGE PRIMARILY IN NON-RETAIL 
BANKING, IN EFFECT CONTINUING THE KIND OF BUSINESS DONE VIA THEIR 
DEPOSIT-TAKING COMPANIES BUT ADDING FULL BANKING SERVICES 
(CURRENT ACCOUNTS, ETC.) FOR HOME-COUNTRY CLIENTS THAT MIGHT 
BE ACTIVE IN HONG KONG OR THE REGION. 

5. A NUMBER OF OTHER US AND FOREIGN BANKS HAVE SUBMITTED LICENSE 
APPLICATIONS OR HAVE THEM IN PREPARATION. HOWEVER, BANKING 
ATMOSPHERE REMAINS CLOUDED (INCLUDING FOR THE NEWLY-LICENSED 
BANKS) BY THE HKG PLANS ANNOUNCED IN MARCH FOR TAXING CERTAIN 
OFFSHORE BANKS EARNINGS (REFTEL A). BANKS IN HONG KONG AND 
CERTAIN TRADE ASSOCIATIONS (INCLUDING AMERICAN CHAMBER HONG 
KONG) HAVE MADE REPRESENTATIONS AGAINST THE TAX PROPOSAL AND 
PARTICULARLY ITS AMBIGUITY, WITH RESULT THAT DEBATE ON IT IN 

HK LEGISLATIVE COUNCIL (LEGCO) HAS BEEN TWICE POSTPONED. IT 
NOW SEEMS UNLIKELY THAT LEGCO WILL CONSIDERR THE TAX BILL 
BEFORE OCTOBER, AS HK FINANCIAL SECRETARY HADDON-CAVE, THE 
BILL'S PROPONENT, LEAVES HK JUNE 3 FOR SIX WEEKS LEAVE, AND 
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THE LEGCO'FXCURRENT SESSION WILL EXPIRE BEFORE HE RETURNS. 

DEBATE MAY THEREFORE BE DELAYED UNTIL LEGCO'S NEXT SITTING, 

SCHEDULED FOR LATE SEPTEMBER. 

SHOESMITH 
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